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March 15, 1938. 


To the Stockholders of Strawbridge & Clothier: 

By order of your Board of Directors, I report the financial con¬ 
dition of the company at January 31, 1938, and results of operations 
for the fiscal year then ended. 

The balance sheet and summary of income and expense as cer¬ 
tified by your auditors, Messrs. Ernst & Ernst, are submitted here¬ 
with. 

Net profit for the year, after taxes, is $787,287.64, compared 
with $723,972.43 for the previous year. 

The year 1937 began with an encouraging continuance of the 
gains made in the previous year. In line with all other business, 
however, the closing months of the year showed a considerable 
recession. 

Dividend and sinking fund requirements on the Prior Preference 
stock were fully met, as were also interest and sinking fund require¬ 
ments on the S% bonds. Dividends on the Preferred 7% stock were 
paid during the year to a total of $5.00 per share, and sinking fund 
requirements on this issue also have been maintained. 

The increasing tax burden is shown by comparison. Total taxes 
for 1937 were $695,000.00 against $603,000.00 in 1936—an increase 
of $92,000.00 over 1936 and an increase of $420,000.00 over 1928. 

Again it is a pleasure to express gratitude and appreciation for 
the splendid loyalty and intelligent co-operation shown by our 
thousands of faithful employees. In quality of service, the Christ¬ 
mas Season of 1937 recorded a new high record of achievement, 
there being a substantial reduction in number of complaints and, as 
evidenced by our service tests, which are continuous, a remarkably 
high average of courtesy and efficiency. 

Respectfully submitted for the Board of Directors, 

HERBERT J. TILY, 

President . 


ERNST & ERNST 

ACCOUNTANTS AND AUOITONS 
SYSTEM SERVICE 

PHILADELPHIA 


March IS, 1938. 


STRAWBRIDGE & CLOTHIER, 
Philadelphia, Pa. 


We have made an examination of the balance sheet of STRAWBRIDGE & CLOTHIER 
as at January 31, 1938, and of the statement of income and surplus for the year ended at that date. 
In connection therewith, w f e examined or tested accounting records of the Company and other 
supporting evidence, and obtained information and explanations from officers and employees of 
the Company; we also made a general review of the accounting methods and of the operating and 
income accounts for the year, but we did not make a detailed audit of the transactions. 

Merchandise inventories are based on actual departmental counts of stock made by 
employees of the Company at various dates at or prior to the close of the fiscal year and priced at 
retail, less a percentage representing mark-up to reduce sales price to approximately cost or market 
value. All inventories as taken were reconciled to January 31, 1938, through standard retail inven¬ 
tory records maintained. Our examination of the inventories was limited to tests of the method of 
pricing and the mathematical accuracy. 

The depreciated value of land and buildings is the sound reproductive value as independ¬ 
ently appraised at April 30, 1928, adjusted for subsequent property changes, including additions at 
cost, less provision for subsequent depreciation. Fixtures and equipment are stated at cost less 
provision for depreciation. 

Investments of $75,150.00, considered worthless by the management, have been charged 
against reserve for contingencies, provided out of earnings in prior years. 

Sinking fund provisions of the first mortgage 5% bonds, prior preference 6% cumulative 
stock and preferred 7% cumulative stock have been complied with. 

Dividends on the prior preference 6% cumulative stock have been paid to November 30, 

1937, a dividend date. Accumulated dividends on the preferred 7% cumulative stock to December 
31, 1937, a dividend date, amounted to $32.50 per share. 

In our opinion, based upon our examination, the accompanying balance sheet and related 
income and surplus account, fairly present the financial position of the Company at January 31, 

1938, and the results of its operations for the year ended that date. Further, it is our opinion that 

the statements have been prepared in accordance with accepted accounting principles and on a 
basis consistent with the preceding year. ^ 


ERNST & ERNST. 




INCOME AND SURPLUS ACCOUNT 


STRAWBRIDGE & CLOTHIER 
Fiscal year ended January 31, 1938 


Profit before deducting interest, depreciation and provision for federal and state 
income taxes . 


Deduct: Interest . $581,077.65 

Depreciation . 469,124.51 


PROFIT BEFORE TAXES ON INCOME 
Federal and state taxes on income—estimated: 


Normal income tax . $121,000.00 

Surtax on undistributed profits. 16.000.00 

State income tax . 48,000.00 


NET PROFIT . 

Earned surplus at February 1, 1937 


Deduct: Cash dividends— 

On prior preference stock ($6.00 per share) . $102,286.50 

On preferred stock ($5.00 per share) . 457,944.00 


EARNED SURPLUS—JANUARY 31, 1938 . 

Capital and appreciation surplus at February 1, 1937 . $3,810,982.58 

Add: 

Net discount on prior preference and preferred stock acquired.. 49,731.60 

$3,860,714.18 

Deduct: 

Amortization of appreciation of building values. 35,995.71 


CAPITAL AND APPRECIATION SURPLUS—JANUARY 31, 1938.... 
SURPLUS—JANUARY 31, 1938 . 


$2,022,489.80 

1,050,202.16 

$972,287.64 

185,000.00 

$787,287.64 

1,705,350.39 
$2,492,638 03 

560,230.50 

$1,932,407.53 


3,824,718.47 

$5,757,126.00 































BALANCE 

STRAWBRIDGE 

January 


ASSETS 


Current 

Cash . $1,166,672.69 

Accounts receivable: 

Trade charge accounts . $2,560,821.48 

Trade installment accounts . 1,625,302.31 

Creditors’ debit balances . 102,003.12 

$4,288,126.91 

Less reserve for doubtful . 235,000.00 

Merchandise inventories . 


4,053,126.91 

3,362,604.12 

- $8,582,403.72 


Other Assets 

Affiliated company—capital stock at cost—WFIL Broadcasting 

Company (50% owned) . $126,396.67 

Miscellaneous investments—at cost . $80,299.48 

Sundry notes, accounts receivable and deposits.. 105,474.49 

__________ • 

$185,773.97 

Less reserve for decline and doubtful. 75,000.00 

- 110,773.97 

- 237,170.64 


Property, Fixtures and Equipment 

Operating—land, buildings and equipment (after reserve of 

$4,164,055.35 for depreciation) . $22,378,404 80 

Non-operating—land and buildings (after reserve of $110,299.50 

for depreciation) . 604,103.20 

- 22,982,508.00 


Deferred Charges 

Unamortized bond discount and expense. $182,733.90 

Supply inventories and prepaid expense . 173,052.87 

- 355,786.77 


$32,157,869.13 






























SHEET 

& CLOTHIER 

bl y 1938 


LIABILITIES 


Current 

Notes payable to banks. 

Accounts payable . 

Accrued accounts . 

Federal, state and local taxes. 

Sinking fund cash requirements for 1938 on first mortgage 5% 

bonds .. 

Employees* and sundry deposits . 


$2,000,000.00 

806,417.31 

383,099.86 

356,842.05 


7 


297,000.00 

56,910.46 

- $3,900,269.68 


Mortgage Payable 

First mortgage on branch store—Maturing July 20, 1942 


400,000.00 


First Mortgage 5% Sinking Fund Bonds— 1948 

Outstanding after deducting $53,000.00 in treasury . $9,602,000.00 

Less principal amount represented by 1938 sinking fund cash re¬ 
quirements shown above. 297,000.00 


Reserves 

For self-insurance and contingencies 


9,305,000.00 
277,926 22 


Capital Stock and Surplus 
Capital stock: 

Prior preference—6% cumulative—par value 
$100.00 per share—redeemable at $105.00 
per share 

Authorized 148,000 shares; issued 
16,850 shares after deducting 

1150 shares in treasury. $1,685,000.00 

Preferred—7% cumulative—par value $100.00 
per share—redeemable at $105.00 per 
share 

Authorized 93,000 shares; outstand¬ 
ing 90,307 shares after deduct¬ 
ing 2693 shares in treasury.... 9,030,700.00 
Common—no par value 

Authorized 300,000 shares; issued and 

outstanding 30,000 shares . 1,801,847.23 


$12,517,547.23 


Surplus (including $384,300.00 applied to repur¬ 
chase of capital stock in treasury): 

Earned surplus . $1,932,407.53 

Capital and appreciation surplus. 3,824,718.47 

- 5,757,126.00 

- 18,274,673.23 


$32,157,869.13 



























